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Congress has granted the Departaent of the Navy a total of 7 
billion in new cbligetional authority for use during the 1966 fisesl year, 
exclusive cf supplenentel appropriations, Of thie amount, $150.4 million or 
about 1.54 has been designated for the category labeled "Supplies end Couipege," 
an account thet finances the costs sf the majority of the daily operational 
maintenance tasks performed to koen the ships of the Fleet in fighting condition. 
Materials purenased with Supplies and Equipage funda include repair parts, 
eonsuseble sunplies, and equipage.. The first two of these three ceterories 
are the ones which deal with maintenance and essentially contain those meteriels 
Which are used to keep ships clean, well preserved, and in proper working order, 
Althouzh other aceounts cover the cost cf shiryard work, new equipment, anc 
certain repair perts, the readiness of the Fleet's gui? ekigo is to ይ large 
extent dependent unn this mall portion of the Navy's total budget, 

The most prevalent method of eseígnins Supplies and Equipage funds is 
to allow cech shis to obligate e certain amount of dollars during each quarter 
of the fiscal year. This ceiling figure for sending is referred to as the 
Operating Target, or OPTAR. While the amount of funds assigned to a shin does 
not usually vary from quarter to cearter, the ship mey not spend money from its 





eupplies" are administrative and housekeening itexs as‏ ۳ب 
well as routine tools end hardwere, “muipage* consiste of ¿items of a durable‏ 
nature, usually of hich unit cost end often piiferanls,‏ 


“che number planned to be in commission on 30 June 1966, 
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next cuarter if it runs short of funds, nor way it earry over a balance from one 
quarter to the next, This limitation can create an incentive to spend «11 of 
the evellable funds each quarter (often on the theory that future funding levels 
may be reduce’ due te lack of need), and it ean severely handicap 8 ship that 
rene low of money before the quarter ends, This method of allotting funds 
enables those responsible for the funds to avoid oyersobiication in violation of 
the Antinfefieteney Act’, but it places shipboard officers in the delicate 
position of balancing ismediste requirements against the nesd to heve funds 
availeble for unexpected expenses. 

At the start of Fiscal Year 1966, a new system wes introduced in the 
Amphibious Foree of the Atlantic Fleet. Ships in this force are now granted 
funda for use during the entire year and mey ueo their diserstion in formilcting 
management prectices relating to these funds, except that all but the amellest 
units wast prepere budgets, This new method of handling OPTAR funds, referred 
to hereafter es POSTAR (Post-Onerating Target), allows for a mach greater agree 
of flexibility with which te adjust to frequently chenging schedules of operze 
tion, Periods of تح‎ to overseas areas typically involve extrsormlinarily 
hich ebligntion rates to inerease inventory levels prior to departure, and 
commandins ofíicers often have found it neccesary ta request extra funds, 
Having a sun ef money for use throuchout the yeer should enable officers to 
better cane with unusnel periods of expenditure and should seke financial piane 
ning more feasible and useful then under the former syster. 





Ars AntíeDefiotency Let provides for the punishment of any officer or 
Civilian employes of the faders) government who jmowing ly and wilfully violates 
io i am m allocations, Such viclation መሎ ty 
fine up to 65,009, as meh ag yeers iaprisonment, or both. (U,S9,, Devised 
| Shatutes, 31 0.5.6, 665, Section 3679). | : 
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After searching for an aporosrinte thesis topte, it was decided thet 
en investigation of financial mmmarerent et the stipborr! level in connection 
with the مہ‎ aystan of anal funding possessed merit, interest in this tepic 
stoms from thirty-three months of personal experLones 09 ¢ division efficer end 
department head om board a destroyer, during which tine there was ample appar 
tunity te becone familiar with tha difficulties of quarterly FTÍ mensgement 
and to realize thet there is very Little financial minageeant euldance provided 
to officers of the "leet, Following initiel research ints the problem, four 
broad objectives for this etudy emerged, The objectives are to present: 

1, The budgeting proceduses emloyed aboard ships in the Atientic 
Fleet's Ampiibious Fores. 

2. The reaction te annual funding of the officers who work With the 

3. Existinz obstacles that prevent the POSTAR aystem's increased 
effectiveness. 

& A suitatie budgeting ersten for shipboard use, 

Since information dealing with the above topics has not previously 
been compiled to the author's knowledge, two cuestionnsiros were prevercd, 
genies of which wore sent te each ship in the Amphibious lores of the Atlantic 
purpose of getting comeuxiing officers! and deyertment heads! actual practices 
amd opinions coneeming thinbonrd budgeting end annual fading., Fore specifical. 
ly, questions vere asked covering the three phases of budgeting thet apply 5: 8 
shipboard Level: budget preparation, execution, and review, Other questions 
were zimmi zt setting persmel ovinione of the POSTAR system end learning of 
these obstacles that prevent its aore effective implementation, Because of the 
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many different types ef ships in the Ambhibious foree and the wide rence of 
experience to be found among the respondents, ib is anticipated that the results 
of this investigation acy have useful apolication, 

Sines daily operetional meintenance is but one pert of the total 
echere of maintenance responsibilities shoaldered by a commrding officer, the 
various woken facilities emailoble for use ere explained ss ere funde other 
then POTTAN which help apintain a ship. Finally, some typical strategies 
employed te get the mrima wik accanlished within the limitations of the 
&wyeilahle monies are deseribe?d to preamt the tros? framework within whieh the 
Commendánr Officer m&intains his ship "in a state of morimum offeetivenebss for 
ver service,” 

To fully understand the problem being stadied, me met have a basin 
imovledge of the Leportent organizetionel reletionehips within the Navy, infor. 
mation which 15 presented aleng with background material ceseribing the budgetary 
process, A typical Supplies md Smeirace budget aycle i5 discussed showing its 
relationshin to reeant Fleet problems thet hewe ericen due to consletent under. 
7+ 

Besides the questionnaire ernloyed, material for this study wes ob. 
teined from the Amhibious Fores instruction wich effecte the POSTAR procedures, 
verious Derarteent of the Navy publications, må literature discussing budgeting, 

A epeelal note of thanks io extended to the seny officere who tsok the 
time to fili aub ard reburn the cvestiemeires they received, Ase one of then 
ecnmented, "One of the most 4iffieult probleme fecing e Commanding Officer and 
his department heads io thet of etaying aheal of thelr reper work." This 
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Gifficalty is reeagnized, and the efforts of these who retumed their form is 

whe author also wishes lo expreso aporeciation for the assistance 
given by Pr, Cs Y, Decon of the Dermau of Supplies and Accomts end by Im, M, À 
Kakali of the Puregu of Ships, both sf whom provided the author with eich 
Signifieant information. 
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CHAPTER I 
EAVY 08۸1117۸217084 ARD BUDGETING 


Yn the office of cme former director of the Burera of 
the Budget, there oree hung a chart entitled, "The Tools of 


Budgeting," Three such tools were porirayedesa crystal 
hall, seme dice, and a pair of selesors, 


This checter describes the budget process which remilts in the source 
ef shipbcard mintenance funds, the Supplies and Equipage portion of the 
appropriation, "Operation and Maintenance, Navy." The recent levels of Supplies 
and Equipece funding mre discussed along with the consequences for the Fleet, 
| Since ary discussion of resource management within the Navy remires a familia 
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ComenderseinecChief of the Atlantic end the Pacific "leete report for matters of 
training, logistical suport, anc administration (Figure 1), "ach of these two 
fleets is a separate entity, but both have sabstantielly identical organisation 
structures, At the third echelon of commend lie the Type Commendars, under uoc 
Similar types of ships or mits are grouped, The type commande vitbin each of 

| the two fleets are: Amphibious Force, COroisereDesitroyer Force, Submarine Foree, 

Wines Foros, Naval Air Forces, Services Torce, Fleet Marino Fores, ami e Training‏ ھ 
Commend, Bech type commend is further subdivided inte flotilles (or crouns as‏ 
they mey be called), oquedrons, and divisions, but these three levels serve‏ 
primrily to coordinate matters axl conaslidate communication betwen individual‏ 

Fleet operations are conducted under the second chain of eoumand by 

hen 6. mission mast be perforwed, an orrenisation is‏ تسس 

| setivated for this purpose within the existinz Tesk Fleot which has retponsitíl. 

| ity for the peogrephios] ares involved. The welleknow: Firet, Seventh, Second, 

and Sixth Fleets are the currently exieting Task Pleett which carry out the 

ገተ نسښتټب‎ dl tho موه‎ ts bio aniti ad Ào siinide ummi በ555 The 

Task Force that is activetad for a specific mission hes its om hierarchy of 

esmmaend and exists only from the time it Lo activated until it ds desectivated 

| en @ignel ky the force commender. The officers wo the positions in ite 
command strocture cenerally oecuny positions in the sdministrative chain of 
commend as their persanent cuty assignments, The Tyce Commanders emecemed 
designete the ships from their comanda that tako nart in the planned operations, 
Because af the mission of the Yavy and ite "en enll" netura, tho scheduling of 

Bp ar sates ina st - سو ییب-‎ vranosition and injeets coe 
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Figure 1 


ADMINISTRATIVE CHAIN OF COMMAND 


Chief of Naval Operations 


Commander-in-Chief 
Atlantic Fleet 79 0 


Individual Ship 
Commanding Officer 





ocuroes of difficulty into the Commanding Uffieer*s financial‏ جعوما«م of the‏ ھ 
— — 

| In addition to the dual chain of command, the other organisation 
ص//0 00/ص‎ p 
Department in Washington ("igure 2), Here, a emsumsreproducer relationship 
exists regarding supporting requirements, The Office of the Chief of Faval 
Operations and the Opersting Torves ave viewed as coneumers of services and 

| materiel provided by the Under Secretary of the Navy and the Assistent Secretaries 
| of the Kavy through their direction of the various bureaus and More activities,” 
O ምችመል 
| the Sureau of Ships (also referred to es FUNTIZS) and the Duresu o7 Supplies anc 
| Agoounte (also referred to as PISISDA), fuera other things, the foreer ig 

| responsible for the repeir of chips, ssmphibious craft, and boets, and the letter 
| baresa ls charged with the procurement end issue of siplies end materiel (less 
explosives) and with ihe development of procedurse for the performenos of Supply 
| funetiens ashore md afloat.” 

| In March, 1966, the Seeretery of the Kawy announced a mroposed reorpane 
| imation vier thet, if institated, will replace much of the present buresu 

| structure with a Noval Material Command (Figure 5)» Basieclly, BUSHIPS will be 
replacod by a Ship همهم 0د‎ Comeend ane a Supply Jyeteme Commend will take the 
|8:868 82 ۰ They will be tee of six ፳/7 694655. comands whieh will report to 
|the Geeretary o? the Kavy through the Chief of Maval materiel emi the Chief of 
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| Tror $9 more comolete discussion of naval mvanisation sem U.9,, 
rr erimeont of the Kavy, bureau of Navel Fervennel, JEM ERA. 7 
م کچ‎ 1961, P. 215, 


AA. Pe 195, فو‎ n. 205, 
dy | | 
Nory Tings, Mares 16, 1966, pe fe 
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vi Operations, At this tim it smears thet the rsorpmmisetion vill have 
lille, 17 Amy, effuct upon the topins discussed in this study,’ 





The plama, ceoormemne, sed bulguibo artes used iu tne Separtsent 
of Oefenee is the principal manmqwaent tool wit whilst te Seeretasy of 008 
mulis a ccmerwhensiyo, serldeviás plan of ection,” Ubjectives mme set, proe 
(rons sre mecped mui fov théis &ceoepiidhment, nnd budgets are prepared to 
Mieesee the sopreveld programe,  Defore going into detail about badeeting for the 
Operation and Mainbensnes, avy appropristion, e briel discustio of the planning 
اہ رد میا‎ 25i budettins system i2 nresented es beckeroen seterizi. 

The planning rnhese begine with the enmual preperation of the Joint 
Meatecie Chieetives Flon by the Joint Chiefs of Staff, This decammt contains 
their recemendation® emcorming the militery foresee and militery orograms thet 
Shmild be supported over the rare five ts eight years, “ach sorin tm .ocretery 
of Defense reviews the Join’ Strategie Objectives Flen and makes his preliminery 
decisi-mns reperiing the forees ari sropreet described. Based upa: the “tantas 
tim forco midence® that emeroes from this review, the services prepare thelr 
chee proposals to the bashe plan of the nation's defense posture, the lives 
Team مسوم‎ Streeter eai Mineneiol Procres.? 
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prore sarei: Strekegic \etaliatery Forces, Continental Air wd Vi1ssílo 6/۵ 
Forces, Omera) Purpose joroee, ALrlift and Sealift Torves, heserve and Quard 
Forced, esearch ard Develament, Ceneral Supnort, end “ilitary lseistance 
— ' Tach progres ls in tum divided into progran clonate which ere 
éafined »9 integrated cowbinetions of wen, equinnent, end installations whose 
effsetivonses nen be related to nationel security objectives,” For exemple, 
haphibisss سه‎ ٤ Forces is ane of mary ¢leasots which comprises the ወር 
Parpose "orces, The foros structure document ATO? program Sata, e aescriotian 
ef the forees involved, tasks awi missione, procurement LISLE, facility llets, 
and descritos all the procren elonects in nhysiosl terms such ao missiles ox’ 
Ships ss well as ín mooet&ry torut, In this way the inst (dellars) m output 
(physical items) for each element 1s show." '"nilitery forces are projected 
eight yeors shued end all other date, beth physical and Pinemeiel, sro projected 
pienni^e horison explayed in the Fivo Year Pores Steucture and Pineneial Plen 
ere the tus mjor characteristics of the Department of Defense pi 
proemaenine, and tudgetinr System," 

With the plemnine and pracraming aeeocplishec, the fine) "ese in the 
proeese consists of trantlating the acoreved programs fron their mission 
oasis forums in the Pive Yser Force Structare and Finmeie¢l Plan into an 
aperepriation structure where they will become the basis fer the avy onomet of 
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the Department of Defense budget. 





The Constitution provides that "no noney shall be draw from the 
Treasury, but in consequence of appropriations made by lau, ې‎ The money that 
49 available each year to operate the Fleet comes from the annual aoprosriation 
entitled "Operation and Maintenance, Navy." It can be defined as a statutory 
authority to mke payments out of the Treasury for the purpose of operating and 
maintaining the ships in the Kavy's attack, amphibious ssvsault, antisubmarine, 
enti.nir warfare, and Polaris submarine forces.” The Operation and Maintenance, 
kavy appropriation is conposed of three levels of sub-categories with the first 
level consisting of eight major activities, These are: General Expenses, 
Vavy Personnel, Shipe end Facilities, Yeapons 800 78611155166, 19010653 ۰ 
Civil Engineorins, Servicevicdo Supply, Servicewide Operations, and oval Fetrow 
leun Reserves, " 

The major nctivity this study is concerned vith, Ships and Facilities, 
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| is assigned to the Chief of the Pureou of Ships for management. He has in turn 
| $ubedivided ít into eight budget sctivities which are: Maintenance and Operation 
of the Active "leet, Active Fleet Alterations and improvement, Technical Support 


Activities, Polaris, Fuel for Ships, Fleet Support Facilities, Maintenance and 
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Cperation of Reserve Training Vessels, and Departmental Administration,’ 

Finally, the budget activity entitled "Maintenance and Operation of 
the Active "leet" is divided into three budget projects, These projects ere: 
Supplies and Equipsge, Scheduled Repairs, and Ship Repairs.” 

In general, it ean be said that the Supplies and Fouinege money peys 
for material needed for the Fleet's dayetowiay operational maintenance require 
ments, More specifically, the funds are used for repair paris, consumibles, 
equipage, certain port services, repalrs to other vessels (applicable primarily 
to repair vessels), and the support of Flags end Commands (those officers 
oeeupy ing positions in the adwinistretive and operational cheins of command 
previously described). At the tine thie study was conducted in Fiscal Year 1966, 
Supplies and Equipage was allocated $150.4 million out of the Navy's budget of 
$15,275 billion. 





It is eseential to know ectuel as well as 
theoretical methods 9f dipping ice cream, as they 
differ considerably, 
Development of the budget in the Hayy is largely ይ matter of bureau 
responsibility, since esch tureca fis required to orepero the budgot for those 


activities for which it has emepenent responsibility, ln this way financial 





Ne McKeon, "Pudgeting at the Shipboard Level" (unpublished‏ ووو 


Master's thesis, School of Government, Pueiness end International Affairs, 
The George Washington University, 1905), p. 14. 
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and management responsibility are kept aligned within the organizational 
pattern,’ The various bureaus ere charged with the tasks of formating their 
budgets, justifying the requests at all levels of review, and budget execution, 
Justification of the various programs whieh require collar support is hendled 
by the Office of the Chief of Naval Operations. 

The budgeting phase of the Department of Defense plenningeprocremminte 
budgeting system is theoretically done by breekinz down the Financial requires 
ments for the program elements contained in the Five Year Foree Structure end 
Fineneial Plon into the proper appropriation structure categories and then 
integrating all the parts into s budget. This ean be done for eny year of the 
five years covered by the force structure document,” 

In practico, the bureau budgeting cycle begins in November when the 
Bureau of Ships calls for the finencial requirements (without justification) 
of the Atiantic and the Pacific Fleets so that program objectives can be 
prepared by the Pureau, ? These progrem objectives are the finenciel objectives 
that the Duresu would like to achieve for the budget under preperation. In 
November of 1965 the esll wes issued for the amounts of money the two fleet 
commanders estimated that they would need for the fiscal year 1968, The replies 
of the fleet commanders sre based upon the requests of their type commanders 
for funds and reflect past usage data, expected force level increeses, cost 
escalation, am the expected terno of operations. 





'u,5,, Department of the Navy, Office of the Comptroller, Tho Budget 
5 FRAY و‎ October, 1959, De 212, 


?miteh, p. 35. 





ss otherwise noted, information contained in this chopter‏ وت نا 
relating to DUSHIPS budgeting wes obtained during the interview with Mr, Rohell‏ 
of the Pureau of Ships,‏ 
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The program objectives thus obtained are submitted in January to the 
Chief of Naval Operations and the Deputy Comptroller who review them and set 
upper limits on the appropriations, These limits veually involve reducing the 
submitted figures, The reductions are divided among tho bureaus receiving 
funds fron the several anpropriations, Within each bureau the cuts are further 
| distributed to the budget activity level where they aro typically enplied to 
those large programs which are not as easily defended as others, For example, 
| a reduction in the program objective for the Operation aná Maintenance, Navy 
appropriation would result in the Bureau of Ships absorbing a portían of the 
eut, Of the activities PUSHIPS must fund, the reserve fleet and the naval 
reserve training vessels are elready being funded at a "bare bones" level and 
so vould probebly not be cut further, Of the large programs, fuel funda are 
difficult to reduce because experience shows that pleas for fuel conservation 
generally ere not effective, In fact, consumption sometimes increases aftor the 
request, Overhaul funds and restricted availability funds (whieh pay for encre 
gency receires at shipyards) sre subject to reduction, but the effeete of cuts 
cen often ከ6 crametically portrayed. This leaves funds for alterations to 
vessels and Supplies and Ecuipace funds especially suscertible ta being decreased. 
To Bureau claims that undersfundine Supplies and Equipage results in consumption 
being greater than inventory replacement, e condition which causes shins to be 
unable to maintain their prescribed materiel allowance levels, budest 38 
tynically respond with, "How large are your allowance deficiencies, end how 
significant ere they?" At the present tine the Navy cannot answer these Quase 
tions, and the Supplies and Equipage budret frequently is reduced, 

Without giving the fleets any indication of the final progran objec- 
tives, the Bureau of Ships requests of then in February justification for the 
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funds requested in November, This information 1s used leter by the Puroeu to 
defend the budget thet is formated. 

During April and Mey, the Bureau's budget personnel engage in prepar- 
Atton of Program Change Proposels for those programs reeviring sigificent 
funding increases (or decreases), The Progran Change Proposals are due in dune 
and are extensively reviewed prior te submission to the Secretary of Defenso, 
At nomo times tho Cecisions dealing with individual Program Change Proposals 
ere mace fairly soon after the June deadline while et other times the decisions 
are delayed until Novenber, Until a final decision is meade uy the Secretary, 
however, budget officers must prepare budgets basod on previously approved 
funding levels as well as on the proposed levels, 

A econeideration of budget preparation at the bureau level, as it is 
eetually done in eonvarison with tho way it theoretically relates to the Five 
Year Fores Structure end Finencisl Plan, might bring to mind the question "which 
cones first, the chicken or the egg?" Is the annual Navy budget for Gneretion 
and Maintenance, Navy a summation of the Operation and Maintenance financial 
requirements for all the programe Clements to which the Nevy contributes, or is 
the force structure plan an outcome of the requests for funds of the operating 
units as modified within the Mavy to reflect how meh money it expects to 
receive? The answer probably lies comewhere between these two oxtrenes and 
perhaps closer to the latter thar to the former possibility. 





The first step in the budget review process that tales place outside 
the fureeu of Ships begins in August when the Navy Comptroller examines the 
budget, If he makes cuts in the budget, tho reasons for the cuts are presented 
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to the Bureau which may then take its case to the Secretary of the Navy if it 
feels strongly that the cut should be restored, The Secretary has the final 
responsibility for the Navy's budget, end in any given yeer his objective will 
probebly fall somewhere along a broad spectrum of choices. These renge fron 
determining the amount of money he feels is necessary to fulfill the Navy's 
progran responsibilities to thet of getting the best possible naval program vith- 
in the assigned budget limitations, After he has made his decisions, the budget 
mast undergo the two final steps in the Executive Gepartment's review process, 
Due to the size and complexity of the Defense budget, the reviews of the Secre- 
tery of Defenses and the Bureau of the DBudcet are combined into one which occurs 
in early Cetober, The Defense Secretary is concerned with getting the best 
defense package within his assigned budget limitation while the Bureau of the 
Budget sims to get the best budget for the government within the frarework of the 
Administration's fiscal policy and program goals, At whatever level considered, 
the review process is one of "boiling dom" the budget requests ûn order to 
achieve the best possibis package with the funds likely to be granted by the 
dongress, 

The final act in the review procedure tekes place on Capitol H111 when 
the President's budget 4# presented to Congress, ork commences in the House of 
Representatives where, by custom, ell appropriation bills originate. The House 
Appropriation Comittee delegates the military portion of the budget to the Sub. 
committee on Departaumt of Deferse Apvropristiongs which conducts detailed hearings 
on the budget. The comnuittee menbers concentrate their attention on the ítems 
which represent the largest inereases fron the previous budcet and ueually, 
though not always, adopt e position of guerding the Treasury. As Aaron Wildavsky 





office of the Comptroller, The levy, p. 5-5. 
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pointe out: 


Cuardionship (of the Treasury) provides the Congress. 
men with a stance that supplies reasonably clear instructions 
cut the estimateseWwhile keening the area within which they 
must focus their attention--the largest increases-_manaceable 
48 terns of their limited time and ability to ealeulote,! 


When the subcommittee has completed its work, the appropriation bill 
38 presented to the Appropriations Comittee from which it goss to a vote on the 


floor of the House, Because of the tremendous workload of Congress, legislation 


is parceled out to committees and subcommittees whose members examine it in 
detail and whose recommendations are usually accented, 

The Senate receives the House version of the appropriation bill end 
conducts its om hearings through its Subeomaittee on Department of Defense 
Appropriations, comprised of members of the Senate Appropriations Committee, 
The emphasis of the Senate review is on the cuts made by the House, 

A menber of the Senate Appropriations Committee 

4s likely to conceive his proper role as the responsible 

legislator whe sees to it that the irrepresible lower 

Rouse does not do too much damage either to constituency 

or national interests, 

Many of the reductions made by the House are restored, et Least in 
part, by Senate action, and a joint committee is esteblished including monbers 
from both branches of Congress, The final markeup of the bill that comes from 
this committee is wesally accepted and sent to the President for signature, > 


Arthur Snithies has briefly summarized Congressional budget action as follows: 





2 
ibid, p. 51. 
San excellent account of tho ہے بے‎ federal budget cycle is presented 


by David J. and Attiat F. Ott, F oliey (Washington: The Brookings 


Institution, 1965), Chapter 3, 
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In terms of aggregate figures, the Congress makes 
small rather than large changes in the President's figures, 
À bona fide cut in the President's appropriation requests 
of as much as 5 per cent, even ty a hostile Congress, is 
the exception rether than the rulo. The normal pattern of 
Congressional action is for the House to make a substantial 
cut in the budcet total, for the Senete to restore a large 
part of the cut, and for the conference to reach a compromise 
that is not fear from the President's requests. | 
| 





The execution phase of the budget cycle 39 thought of as beginning 
when the President sins the sppropriation bill into lew, Although Congress 


gives to the Nevy authority to oblisate the appronrizted funds, the Durosu of the 
Pudeet as the representative of the President restricts the amount of obligations 
that may be incurred, usually on a quarterly basis, The Chief of the Bureau of 

| Ships mst submit an apportionment request to the Bureau of the Budget through 

| a choin of review similar to that which reviews budget recuests, and like the 

| budget request the one for apportionmment is subject to being reduced. The 

| ectual submission of the anportiienment request takes piace in the latter part of 

May so that if the authorization of the desired appropriation has not taken 

place hy June 30, the Bureau of the Pudget con quickly act upon the continuing 

resolution that Congress generally passes just before the fiscal yoar ends, The 

| Continuing resolution allows programs plreedy undorvay to be funded at the 

previous rate but does not allow new programs to oblisate funds, This early 
action on apoortionments perite a smooth transition fron one fiscal year to the 


next, Ones Congress commletes its action on the budget, the Bureau of the Budget 
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comensates for the new spending totale by adjusting the funds apportioned 
throughout the remainder of the fiscal years The epportionment process is used 
as en instrument of fiscal policy to control the rate of government spending, as 
a method of establishing reserves and effecting savings, and as a vay to insure 
the development of up-towdate financial plans reflecting the latest progran 
dhanges, 

When the apportionment has been granted to the Bureau of Ships vie the 
Secretary of the Defenae ond the Secretary of the Navy, allotments are then 
granted to the flest commanders who in tum make subepllotments to their type 
Comerniers, flere the chain ands, and rather then being granted allotments, ships 
receive the authority to incur obligations for needed material by citing their 
type commander's allotment subject to Limits set according to the type of ship 
involved, The responsibilities of the various echelons in the chain of command 
for proper execution of the budget sre these: 
^ . review snd revision as necessary of the annual finene 
@ial plan throughout the year as vell as ismrevenent of the methods used for 
preparing future plans, 

Type Commanger = finencial management of shins to include planning, 
aininietration of funds, analysis of sblicetions and exoenditures, cost secount- 
ing, and performance reporting, 

of د‎ the effective and economical use of funds and 
material within his comand,” 








‘interview with P, Quinn, Comptroller Division of the Bureau of Ships, 


Mareh 19, 1966, 


“ortiee of the Comptroller, The mrico 








izoller Manne], Volume Ge HAVEXOS P.1000—", January, 1961, pe 106, 
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The roal significance of the budgetary process in relation to this 
| study is its effect uson the mainteranee of the Operating Forces of the Navy. 
| The appropriation Operation and Maíntenenes, Navy hes frequently fered rather 
| poorly at the verious review levels undergone prior to the President's signing of 
the bill (Ficure 4), As stated in a recent PUSHIPS notice: 

The O à M? budret requests ero susceptible to 

| BeroStethe«boordl arbitrary reductions, particularly in 

Supplies and Equipage funds, due to the non-availability 

of adequate performance cost data in the detail required 
| by the Office 9f the Secretary of Defense aná other budcet 

review ۰ 

The heart of the problem is that the Savy currently does not have 
| detailed information relating to consumption of repair perts, consumables, and 
lequipags; actual inventory levels are not inom; and the composition of allowance 


| 
[liet deficiencies” that ave imom to exist is not inom on a líine-ites basis, 





¡Bstimates of Inventory deficiencies therefore carry Little weight with budget 
|exasinexs because they are only estimates and they give no indication ef what 
laten oro deficient nor how erítícal the shortages are.” one idea of the remie 
udo of the problenm 13 indicated by invontory deficiency estimates for 1963 of 


| 
$25 million and $22 million in the Atlantic ond Pacific Fleets, ree 0 





One of the quantifiable effects of recent Supplies axl Equipage funding 


፦ 
۱ Veses فسات‎ of the Nevy, Bureen of Ships, 
LASA هدنال‎ De e 


? 110uanee list ¿bono aye these items which shins are required to stock 


an prescribed quantities, 
ሪን with Me Ry Sohali, Poreau of Chips, 





t 
i "Point Faper on Fleet Materiel Problems" (Pareau of Supplies 
Accounts, 1964), pe 1. (Aneographad,) 
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SUPPLIES AND EQUIPAGE BUDGET SUMMARY, 1962-1967? 


(6) 
0 05). ais 


|| 97 7.) 


82 
82 
79 
81 
80 


(5) 


CONGRESS 
Mark-up 


$100.0 


110.1 
125.7 
سر زار 


150.4% 


Figure 4 


(2) 
NAVY 


Mark-up 


$ 95.0 
172 
140.3 
|... 
163,6 
131.52 


(3) 


BUSHIPS 
Mark-up 


$108.7 
oz 
142.8 
147.4 
10538 
67 


(2) 


Fleet Reqmt 


(in millions) 


$122.3 
133.7 
159.3 
161.8 
187.3 
21 


(1) 


Fiscal 


Year 


62 
63 
- 64 
65 
665 


6ሃ** 


* Includes adjustments for Southeast Asia operations. 


** Data added to original document by owner. 


“"Point Paper Regarding Fleet Supplies and Equipage Funding" (Bureau of 


(Mimeographed. ) 


Supplies and Accounts, March, 1964), 





levels is the number of equipment breakdows for which repair is delayed by the 
none-ownilebility of repair parts, Bresldiomes to equipment whieh impair a ship's 
operational espability ere reported under the Cosunlty Reporting System (CASREP). 
An unpublished peper prepared for the Bureau of Supplies and Accounts indicetes 
fairly revent trends of CASRZXPS: 

Present interest in the level of Supolies and 

Equipage funding stens from Fleet statements that the 

Snerease in GCASREPS is significantly sttributcble to 

inadequacy of Supplies and Eoquipace fimding in recent 

years, CASREFs have ineressed from 2,667 in 1959 to 

6,973 in 1963. For calendar yenrs '62 and '63 supply 

Atoms were contributors in 90° of the CASREP cases, end 

allowance list items in 255 of the cases, 

A comprehensive summary of problems associated with the avellability 
of Supplies end Feauipage money wae one of the outcomes of » conference held ín 
194%. The following findings were rovorted: 

1, There are major shortages of repair parto œ board ships, Although 
directives frons tho Secretary of Lefense and the Chief of Raval Operations 
require heving allowed materials on board, funds are not aveileble to comly 
with these directives, 

2. Fleet allowanee deficiencies grow larcer each yaar. 

2. Fleet funding requirements are being reduced by the Navy prior to 
higher rovier, 

5^, CASRRPs are increasing. About 99> are due to parts not on board 


and not on allowance, or not an board tut on sllowance,” 





‘wpoant Paper Regarding Pleet Supplies and Pouicage Funding? (Bureau 
ef Supplies and Accounts, Merch, 1965).  (limeorrsphed,) 


ሕቲ ق٤ 818071775 SEE Pundinz Conference of 19 August, 15950) (NAS‏ یدز 
Korth Island)", (Puresu of Supplies ond Accounts, August, 1960), (Himoograyhed, )‏ 
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Tn addition to enphasizing the need for amore funda Lo correct the probe 
Lem areas described shove, the confores» listed five additional factors which 
| they felt would contribute to tha need for higher levela of funding in the future, 
- are: 
| i. ne complex systema ore being installed in chips, 
| oO. Price levele aro cenerally increasing. 
| ^. Lencthened overhaul erates are ceasing demende for mora Supplies 
* Equipage dollars from repair ships in order to fintnee their work, 
| په‎ Ships of the Tleet, nany of whieh were built during World Ver Ii, 
— to grow old. 
Se Reduetions of allowed abipboamd inventory levels which occur during 
| elements accumulate due to lnsufficeient Supplies end Equipage funds, 
It is apparent that there is recognition within the navy of the basic 
Stiles with which it 4s confrontedeethat of inadequate funding levels for 
Bupplies and Zouinsca, There In aiso recognition of the symrtome that are genere 
fated in the Fleet fram this swrteomins, Tiínally, it is imow what information 
, be gothered to comect the pretlen, The question is, "Wheat is boing done to 
ect it?" 










A now progran esllod the Standard Navy Yelcienanes and Heterial Manages 
pent Frecran 15 currently being vhesad into operation end is expected to reveal 
for the first time the ectusl onerating coets cf verious chipboard systems, 
system costs, the Maintenance Data Collection portion of the program w111 
planners with a better analysis of spending for repair parts, consumables, 
mi @quipece. Until the procren is eoupletely operational, interin inforvet torne 
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renorting procedures have been instituted that will assist in the preparation of 
budgets throesh 1۵1 47 1960," A revision to the interin reporting proce. 
Cures hss beon rrepared ihat is expected Lo be effected in July, 1965, At this 
timo the Bureau of Thins anticipates receiving data œ obligetions, consumption, 
end ellouenco list deficiencias arranged into the categories of 6۰ 
consumables, and revair parts for each ship in the Navy, Dudget officers in 
the Bureau anticipate that this information will finally mable then to justify 
their requests for Jupplies anû Louipage funds," 


The Wsyyte commend structure is organized along two lines: one for 
adeinistretive control sud the other for »ssretionsl control, Within the Pavy 
Deoartvent 2 oroducorecenturar relaiianshin existe wherein the various bureaus, 
| under the guidence of the Asistant Secretaries of the Navy and the Chief of 
Naval Material, provide losisttcal rerviees to the Goerating Toreet, As part of 
| their producer role, the bursays nre responsible for badoat vreroration, justin 
fiícation, and exeention for those orarrann emtainsd in the Five.Tear Force 
| Structure and Finenctal. lan which ora under thoír ranacerónt control. 498 
and Eauinpace budrets are formated by the Teresu of Shires hased unan data 
| obtained froe the fleet commanders who in tum pet information from their type 


commanders, After undergoing varione revievs, the tudest request results in an 





| appropriation act that everages about TOP af the origuwml estimmete of requiro- 
| mente و‎ tad by the fleet commanders, The enmdrosriatior 48 anportioned to 
BUTHIPS or 3 cusrtorly basis by the Bureau of the Budget via tho Seoretary of 


ጫ Rent‏ ې 


0 Department of the تید‎ Office of the Chief of Ysvol Operations, 
V deed 1 2 2, 3 Porch, 1925, 1+ Re 















Interview with tU, P., Rohell, 00 of Shins, 
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| Defense and the Secretary of the Navy. BUSHIPS thon grants allotments to the 
fleet. commanders who brant subeallotments to the typa comenders, “he necessary 
individual shins requinitior material. and cite thelr type comender's rllstaent 

| for paywent. 

The large cuts that take nlace in the Supplies end Equinege budget 

| before 1t Lo approved ster primarily fron the difficulty involved trying to 
justify requests for funde, The “avy does not have road information regerding 
the consumption of materials, the statun af Peet inventory levels, or tho 

| significenee of these levels, With tbe Fleet mahle to ret sufficiont funds, 

| Allowance list ceficlencies sron larger each year, and the number of equipment 

| Oreakdowns for which repair is delayed dus to the noneavailebility of spere parts 
۱ ¡leasures have been teken to get better budget justifiestion data, 

ond it ig antieinated thet impreved reporting recuirements will further assist 

| budget officers to support their requests for Supplies and 21710 funds, 
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CHAPTER IT 
PADTTAPANCE FUYDO, PACTLITINS, AND STRATSEDIPS 


Sinca the Vevy!s erpanitation end ite funding procedures ns they apply 


to the topic ares of fleet aaintenance heve been Glemonmed, 1t is now Bppropri- 





ate to look at the farílitios and nethods avellable te the individual Commanding 
Offieer es he seoks to discherre his responsibility for maintaining his comaand 
ina state of maximum effoctiveness for war service, The discussion will point 
out the facilities, frds, and strategies usec by camanders to reach and remain 
at the desired state of readiness.’ 


Tacs ities 

The basic maintenance ressources aveilable to 3 eommendine offleer cane 
sists of the rersonnel attached to the shin. The ship's foree, as the crew is 
referred to, is the first to handle any problems that arise, Commanding 86 
usually like to establish a record of selfecufficieney and w11) not so outside 
the comuand for reneir vork if ship's forse personnel can possibly secomilish the 
task, This policy 15 8 recufrement set by hiphor levols as well, "Self. 
naintena^nee shall be develorned throuch careful planning on the part of individual 
ships, and criticos]? study ter tho responsible commnders, to the end that the tine 
required for overhaul as well as the exnense thereof shall. be reduced ta a 





unless otherwiso footnoted, the material presented in this chapter is 
based on the author's shirbeard observations a48 a division officer and department 
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mind, Waturally, the ship's foree alse inherits the hoveckeeping taske of 


| cleaning and preservation. 
tf 4% is decided that a reccir job is dayond the capability of the 





| erau, the first altemative considered is a vepeir ship. Jobs are assigned to 
repair ships for one or woth of two poscible reasons: (5) lnsufficient technical 
knowledge or skill on the part of bhe requesting ship's personnel, or (2) nome 
| availability of equipment required for the job on the requesting ship. Cencist 
| essentially of a floating group of تحنمسسعوجماہت‎ Shops, wood shops, optical shops, 
boiler shove, Stees- repair Ships are eenable of teking on a great many types of 

| repair work. They may respond to work requests by accepting the entire job, 

| accepting only part of it, previding technical assistance to members of the 

| requesting ship's personnel, or leaning the mpecialised fesls required to perfora 
tho tacke., chins are scheduled for svallecilities four or five tives per yeer, 
during which time the ship is aseimmed to e repair ship for a two or three veo 

| ported, At these times ell jobs beyond the eapabllity of the ehip'te force are to 
be completed 1f possible, Desties dolag vork fer mipe with svatiabilities, 
repair ships will usually accept Jobe on equimeent that eam be left with then and 
repaired es tine Lecones available, 

Ihe final gourca of maintemance assistence is the shipyard, both naval 
land private, A jot) that is beyond tho capability of a repair ship miy be hold 

| for accomplishment during the ship’s next regularly scheduled overhaul or, if it 
has à soórioguso enouzh effect on readiness, a snípyard will be assigned to 2000 
|plish the task an soon as porsiule. “hips are grunted shipyes! overhauls 




















approxinately every two or ree years, depending unon the type of ship and the 
٣یہ‎ Department of the Yavy, Atlantic Tlemt Rome 





CINCIANTILI Instruction ۳3,2 De A4, 
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evollability of funde, "vehed schefules ore srenered try the typo 6577 
| snd reviewed by the fleet commander before being milvitted te the Chief of Reval 
| Operations for وم‎ 
Cf tho available facilities for maintenease and upreso, 11 met not be 

forgotten Vet the ont moet often ured by the Comending Officer 13 that of his 
۔ ۶یت‎ Eram., “oly keenince a shin eleman, | tres, ant in good working 

order is 2 cerstent tsb thet requires mch of tia tiro rot devoted to speretions. 
Shire ere seine verees caries in park, aed one of the nrincinsl teeks pars- 


formed is thet of tin sreservetioe, 


Duns 

A ship's primery source of maintenance funds is tho type commnder, 
who provides money to be nsed for purchasing parts end consumable supplies, In 
the Atlantic Fleet's Amphibious Force (also mown aa 1714: ( , each type of 
Ship is given an Annual Planning Figure (APT), en estimate of the funds that 
| should be roquired by a ship of thet tyne to purchase repair perts end consumable 
items throughout a fisco! year. The APF method went ¿nto effort July 1, 1965, 
and the sums granted to the various tyres of Ghing renresent the average figure 
| weed for all shins of the same type over the preeeding three fiscal years, The 
funds ewvniloble te purchase ecuipare needed to fill individuel shin deficiencies 
İi depend in part upon how such AFP monmar ۹۵ spent, A major adventare of this 
| aystem ia that an emmuel sun can be giver te commanding officers for planning and 





| 588 over the entire fiscal your, Tt reslepos e svete uheretyy quarterly funding 
| lámito were granted to individual ships waich could ely be exeecded UPON POF 
| mission from the type commander, who would then erant. the ship mere money or 
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allow it to spend some of its funds from the next quarter. 
Although mest repair partes are paid for by the ship's APF, thero are a 

| number of parts funded by the Appropriation Purchases Aceount which are "free 
| 48986" ቲ6 8 ship. Those AFA parts are high cost and/or low usage rate items and 
frequently carry price tags that coulc sévorely strain a ship's budget. A secont 

source of “free” repeir parte is available during the 951772237 overhaul which 
accompanies each regular shipyard overhaul, At the beginning of the yard period, 

all supply storercons are emptied, their contents inventoried and checked against 
| 813,0823566 13858, and dofíciont items placed on order, The type commander pays 





| for this materiel and will often establish en upper lirit on the funds he wil) 

| provide, but one of the objectives of the supply overhaul is to have each ship 

| complete to yard voriod with a full stock of tho itens on its allowance 11ets,' 
Materiel used in carmmeetion with work done by repair ships is not 
generally cherzed to the ship for which the work was dene, and this procedure is 
a very important source of maintenance funds for a commanding offieer, However, 





| repair shins will sonetínes ps5s natoriol costs on to their customers, depending 
upon how tight their own financial situation 366 They, too, receive Supplies 
and Eouinare funds which they use to finance repairs to other vessels, 

| The final source of maintenance funds is available to ships through 
[Shipyard overhauls, which sre also funded ty the Operation and Maintenance, Navy 
eppropriation. The type commender decides how mach of the allocated overhaul 
mone: Will be spent for ench ship in overhaul, and those jobs that enn bo funded 
E approved, 


Fron the sourees of maintenmee funds available to a commanding officer, 


‘interview with LTJO f, F, Kleinfeldt, USH, Forco Supply Section,‏ سد 
CONPUIBLANT Staff, March 29, 1966.‏ 
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attention ie shifted to the common strategies employed to utilize availeble 
maintenance resources, Tho use of ship's force personnel has already been 
described, leaving strategies associateg with repair ship availabilities and 
shipyard overhauls still to be examined, 


Strategies 


Although it is a matter of pride for the crew to accomplish repairs 
whenever possible, department heads and commanding officers are not above trying 
to get repair ships to approve jobs mainly for the sake of saving money, partic. 
ularly where large material oxpenses are anticipated. hile they cannot get jobs 
approved that are obvious atteunts to get free goods, those jobs which entail 
work that can be done easier or better by repair ship personnel then by ship's 
force are often submitted for approval, However, all work requests must be 
approved by the division and squadron commenders and a representative of the tyre 
commander before a repair ship will consider them. Since the repair ship Coma 
mending Officer also hae veto power over work requests, it is not easy to cet a 
job approved without sound justification. 

The financisl limitations that eecompeny a shinyard overheul ars usual 
sufficient to insure that only valid jobs are submitted for approval, although 
the sane seroonínz procedure prevíously described spplies to work requests sub. 
mitted for shipyard completion. Since personnel concerned realize that it will 
probably be more than two years before the ship in question returns for another 
overhaul, there 19 considerable effort expended to make certain that available 
money is employed es effectively as possible, AlL werk requests are carefully 
screened to eliminate those parts which can be secomplished by ship's force, 
Priority lists are then prepared, and representatives from the ship, the type 
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comender, end the shipyard weet to select those jobs for accomplishment that 
will result in the ship receiving e goo! overhaul, As the period in the 6ከኒጮ 
yard passes, any savings that acerue are used to finance additional work, 5o it 
4s to the advantage of the ship's personnel to assist the yard workers in order 
to reduce costs, 

The final area where strategy may be employed by a commanding officer 
concerns his on-board inventory of material. One of the major problems the 
Fleet has had for the past few years is not having sufficiont funds at the ship. 
board level to reestoek supplies end repair ports as they are consumed.’ If he 
ao chooses 2s a scheduled overhaul draws near, the Commending Officer may instruc 
his Supply Officer not to re-order material issued from the storeroons and hence 
4nerease the amount of the obligations that will be met by the tyne commander 
during tho supply overhaul, Mowever, this procedure has elements of risk in that 
overhaul dates are anything but firn, ond the ship nay have to continue operating 
longer than was expected with inadequate stocks of supplies aboard, 


Suppary 

Commanding officers have three facilities available to them for the 
maintenance of their shins, The one most. often used is the ship's ow resources 
of personnel and installed equipment. Outside help is available from repeir 
ships and shipyards, Maintenance funds are in the form of the ship's portion of 
the type conmander's allotment, repair ship funde, overhaul money, and the two 
categories of "free" spare portseeAPA parte and those purchased during the supply 
overheul. While there are methods for snifting the purchase of material to repair 





of PUSHIPS 24 Funding Conference of 19 August, 19%,‏ و 
(NAS North Island)," (Pureeu of Supplies and Accounts, August, 1964),‏ 
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ships, shinyarde, and the type comunder, they are difficult to successfully 
employ and may involve other "costs" that the commanding officer may not wish 


to incur, 
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CHAPTER 111 
SHIPROARD FUNDING PROCEDURES 


The budgetary battles conducted in Washington to obtain Supplies and 
Equipage funds are fer removed fron the daily taske of the officere who man the 
ships of the Fleet. To most of these nen, the financial horison rarely extends 
beyond the location of their type commander, upon whom they rely for funds, 
Financial managenent ss seen by these officers will be oxasined in this chapter, 
Since the current funding eystem, designated POSTAR, has been in effect for only 
a few months, the old OPTAR method will be explained in order to illustrate the 
previous system emloyed by the officers, This explanation will bo followed by a 
description of POSTAR procedures sined at clarifying the questionaire responses 
analyzed in the next chapter, 





Prior to July of 1965, each chin in the Amphibious Force was given an 
Operating Terget of funds at the beginning of each quarter of the fiscal year 
that would be aveileble for use during that quarter, This account wes a fraction 
of the Type Commander's’ allotment against which the ship was to charge the coste 
of obligations incurred for the purchase of repair parts, consumables, ang 
equipege. Ships were not permitted to excecd thoir quarterly OPTAR: although if 





‘the favy’s acronym for the Comander, Amphiblous Force, U. S, Atiantic 
Fleet is GOMFHIBLANT, It will be used on oecesion throughout this study, 
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costly materiel purchases or other umisual expenses caused the ship to run short 
of money, the Commanding Officer eould request an augmentation of additional 
funds to cover the required obligations. Another approach was to request an 
advanes of funds from the exneeted OPTAR for the next quarter. Each ship wes 
required to obligate 50% of ite OPTAR in the first month of the quarter, 25 

| during the second month, and 25° during the final —À Ponthly renorts vero 
submitted to COEPHISLANT summarizing obligstions and expenditures, and aboard 

| ship the Supnly Officer was required to submit a monthly budget report to the 
Comsarding Officer. Although neither content nor format of this report was spece 

| ified by COMPHIBLANT, it was presumably geared towerd the use of departmental 
tudgoto," The quarterly OPTAR system was quite rigid and provided little letitud 

for the Commendine Officer to respond to the vagaries of tho operetíing schedule 


| 
| 
| and the aceemonyine patterme of repair parto and consunable supplies usage, 





A new method of granting OPTAR funds was instituted in the Amphibious 

| Foree on July 1, 1965, end at that time shinboard budceting became a requirenent 
for all tut the smallest ships. The primary purpose of this change vas to provide 
the Force with a more managesble system, one responsive to changing conditions.” 
With the enactment of the POSTAR system, the ground rules were changed 











CM Department of the Mavy, CONPHIBLANT Instruction 7303.2), 23 June, 
196%, cited by Y. D, Lowell, "Financial Management Practices of Atlantic Fleet 
Commanders" (unpublished Master! dissertation, Sehool of Goverment, Business, 
and International Affairs, The Ceorge Washington University, 1965), n. ^1, 
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considerably.’ Ships ere now assigned Annual Planning Figures according to ship 
tyne, which serve ne ceilings on spending (Figure 5). Ships ere not required 

to purchase their ow ecuipage with POSTAR funds. This category of material is 
acquired as a result of the submission of en annual report by each ship listing 

| required new itens of equipace to be purchased ty COMPRIBLANT according to the 
availability of funds, The funds availeble for equipage are related to the total 
amount of money Spent for other material iw all ships in the Force, In addition 
to the purchase of repair parts end consusebles, ships must support the following 

| with their POSTAR funds: embarked staffe (of officers occupying positions in 

the administrative chain of comand), erberked beats and landing craft, boat 

repair verts allowance licts, routine repaire to ship's vehicles, charter and 

| hire expenditures not covered by Dietrict/Area allotments, and hostetemant 

| agreements with the Havel Amphibious Rase at Little Creek, Virginia, 

Each ship is expected by the Type Commander to formulate a budget or 

finaneial plon for the year and then purchase materials oa they ere needed. ለ 

| quarterly division of funjs is recommended by COMPHIDLANT tut is not required. 

| While the quarterly figure my be exceeded, ships are cautioned that the budget 

niingly reduced, The Annual Planning 





Ships are required to submit monthly reports summarizing obligations 
and expenditures for repeir parts andi contwembles, and from these reports stem 





Material س‎ t in سے‎ discussion of the POOTAR esyeten hes bean teken 
و222 720 3291 1 اوی‎ Enclosures (3), (4), and (5), 
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Figure 5 


AMPHIBIOUS FORCE ANNUAL PLANNING FIGURES* 





Ship Type Annual Planning Figure 
AGC (Amphibious Command Ship) $152,000 
AKA (Attack Cargo Ship) 85,000 
APA (Attack Transport Ship) 130,000 
APD (High Speed Transport) 245,000 
LPD (Amphibious Transport Dock) 85,000 
LPH 3, 7, 9 (Amphibious Assault Ship) 180,000 
LPH 4 (Amphibious Assault Ship) 325,000 
LSD (Landing Ship Dock) 80 ,000 
ier (542 class) (Landing Ship Tank) 32,000 
LST (1156 and 1173 classes) (Landing Ship Tank) 60,000 


Example of how Annual Planning Figure was derived: 


Type Ship 
APD (High Speed Transport) 


Average funds granted each of three prior 


fiscal years: $50,000 
Less 10% equipage replacement by CPL - 6 
Annual Planning Figure 45,000 
Available per quarter: 29 
Available per month: 750 


“Tbid., Appendix 1 to Enclosure (3), p. 4-1. 
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the two primary control features of the system at the Force level, First, 
monthly listings are distributed throughout the Force showing each ship's plane 
| ning figure, oblications fer the report month, cumilstive oblirations, cumulative 
expenditures, and any pertinent remarks concerning obligation ratos that tho Typo 
Commander ney want to add, Sach commanding officer can then get an idea of how 
| the financial managenent of hie ship compares with that of similer ships. ል 
| Ang to COMPHIBLANT'e POSTAR inetruetion, "the Commandinz Offieer of each ship/uni 
should be vitally concemei with how his shíip/unit stands relative ta others of 
their type,"' The second control feature is less subtle, "Those ships or unite 
| €so violate tho gairit of this procran will be reverted to querterly OPTARs and 
receive only the difforence botuea: t had bee spent to date and their Annual 
Planning Figure, In addition augmentations and advanees will not be granted," 
| Ta reneraste additional funds for the Force and to stimulate the turnein 
| af unnecessary creditshle matericl, ships are encouraged to retum such items to 
| ashore suspiy fecilities avi note the dollar value on their monthly budget report 
to GOMPHIBLANT, The credit conerated by ouch tumeins may be added to the Annual 
| Planine Figaro of the shin concornod at the discretion of the Typo 





| 5853558521 financial disevesed Im general terms in the POSTAR 
| snetructions, end an erent, den) of discretion is granted te each Commanding 
Officer, The recommended procedure is for the Supply Officer to suggest to hin 

la breakéow of the Annual Planning Pisure for the extegories of repair parts, 
EIN and omtbirngeney fund, Onee tke diviston exong cetersries has been 
determined, a nectins including all denarteent heads to examine thelr confumable 
xquiremente sá nllorateo the consameblse funds smonz Jecertsents should be held, 
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tech Friday the Supply Officer is required to eubaít to the Cosmeanding Offleer a 
status report of the ship's budget and the depertmental bucgets, A sample of 
this report 15 show in Ficure 6. Departmental budgeting is required by 
COMMITRLANT on ell shins with an attached Supply Corps offieer and "is optionel 
but highly recommended" on ships without such an officer.’ Through the use of 
departmental budgets the Type Comender hopes to promote costeconscicoumess, 

One of the primary advantages of POSTAR 1s the flexibility it provices 
e Commanding officer by supplying funds for use throughout the year. Because an 
extraordinarily high obligation rate is usually emerienced prior to a deplaye 
ment and a low rate occurs upon retuming to the United States, the POSTAR system 
provides a better opportunity for shios to adjust to their operation sehedules, 
Furthermore, it takes a step toward uniting the responsibility for spending funds 
and being aecounteble for them at the department head level, 


EIA 
The POSTAR system cf daily meinterance fund menarement provides the 
Commanding Officer with an Anrual Plennine Firnwre which he is to use to fund his 
repair parts and conmmebles recuirements for the entire fisesl year. With such 
funding no longer on a rictd quarterly basis, he hes considerably greater flere 
ibility with which to accemodete wnusel periods of oblications. He $5 free to 


buy material as it is needed rather then to delay ourcheses until the next 





quarter, 29 ves often the case previsusly, The syeten dees not, however, provide 
hia with unlimited funda, and he is expected to compare his obligations with 
those of his counterparts, Failure to adenuctely provide for frds throughout 
the year cen result in hie shin being returned to a cuarterly OPTAR basis 
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8 July, 1965 


BALANCE 
$24,200 
14,400 
9,800 


9,700 
$58,100" 


BALANCE 
$29,650 
57,500 


10,000 


597,050 


1 


WEEKLY BUDGET REPORT FORMAT? 


To ; 


From: Supply Officer 
Bo: Commanding Officer 
Mia: Executive Officer 


Subj: Departmental Budget for Period 


ANNUAL PLANNING FIGURE $100,000 


(consumables only) 


BALANCE USED THIS PERIOD 
-$25,000 $ 800 
15,000 600 
10,000 200 
10,000 300 
$60,000 $1,900? 
BALANCE USED THIS YEAR 
$ 30,000 $ 350 
60,000 2 600" 
10,000 0 
$100,000 52, 950 
AL E. GATOR 


1, Departmental Budget: 


DEPARTMENT BUD AMT 
DECK $25,000 
ENGINEERING 15,000 
OPERATIONS 10,000 
SUPPLY 10,000 
TOTAL $60,000 


2. Ship's Budget: 


CATEGORY BUD AMT 
Repair Parts $ 30,000 
Consumables 60,000 
Contingency 10,000 
TOTAL $100,000 
Copy to: 

DECK 
OPERATIONS 
ENGINEERING 
FILE 





Issues from stock are included in Section 1 


“Ibid., Appendix 1 to Enclosure (8), p. C-1. 


Not normally the same, 


and only stock reorders in Section 2, 
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utilising his remaining Annual Planning; Figure balance. Departmental budgeting 
38 required for most ships, but considereble freedos is grantel to the Commanding 


Officer to budget as he goes fit, 








GRAPTER IV 


2013057717 ABOARD SHIP 












Previous chaptera have presented the framework within which the 
Comending Officer of a ship operates in bis efforts to keep his ship combate 
ready, Following en examination of naval organization, budgeting, and 46 
procedures, attention is now directed to management of POSTAR funds et the 
shipboard leval, 





In order to determine financial menegenent practices employed in the 
Amphibious Force of the Atlantic Fleet, two questionnaires were prepnred and 
distribated to each ship in the Forse, One, addresaed to the Commanding Officer, 
dealt with buicetery metters rertaining to the shin as 2 whole md te department 
budgets, The other form vas intended for department neads and eoneerned only 
departmental matters, A questionnaire wae included for each of the four principe 
depertnent heads on a typical ship, Eoth foraats employed oa preponderance of 
open-ended inquiries designed te east Light on two prineinel areas: (1) how is 
buigeting performed on boord ship, end (2) whet is the opinion held by mesbers of 
the operating forees of the FOSTAR svaten? 

The first of these questions was further subedivided into four parts: 

1. Resource allocation, low have ship's budgets been allocated by 
categories (repair perte, consumbles, and contingency fund) end by department? 
What factors have been taken into account 
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during preparation of the budget? 

3. Execution. How has the rate of obligation been plenned and 
controlled? As a corollary to this question, an inquiry was nede regarding waste 
prevention, 

bt. Review. What has been the frequency of budget review? 

tho opinion of officers rogerding the POSTAR system was solicited by 
inquiring whether it enabled them to better manace their financial resourees than 
the quarterly OPTAR system previously used end by requesting respondents to List 
the tuo factors which wore tho greatest obstacles to more sffective manegement of 
POSTAR funis, Copies of both questionnaires have been included as Appendices 
B md €, 

A total 32 255 questiomaires was mailed to the 57 ships in the Ambib- 
ious Force, ¡Prior to the cut=off date required in order to prepare this report, 
replies were received from 17 ships,’ Of the Commonding Officers queried, 30% 
responded, whereas 25, of the depertment heads returned their forms, The ve 
by ship.type vas quite broad with the only types not represented in the toebulation 
being the High Speed Transport (APD) and the Attack Cargo Ship (AKA). The Annual 
Planning Figure of the reporting chins renged from $22,000 to $325,000, 








Examining first the ship's budget, on average budget alloted 36° of the 
funds for repair parts, but the mode was close to 40, Consumebles averaged 505, 
and e contingeney fund of 115 wes established, Commanding Officers did not adhere 
to the percentage breskiouwn used for illustrative purposes in COMPHIDLAWT's POSTAR 





‘ complete eats of cuestionnaires were subsequentiy received from eleven 


additíonel ships, No sienificant differences from earlier responses wore apparent 
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instruction. y far the wost populer criterion used as the basis for fund allio. 
cation was usage cate obtained from nest experience, Other factors taken into 
consideration were the shin's anticineted operating schedule, personel experience 
and stock levels of consumables and repair parts. Stock levels appeared to play 
a pert in the decizion if the ship bad recently been through « yard overhaul and 
had not received sufficient funds to emerge with a full inventory. 

Yost ships hed in effect a planned rate of obligatio for their Annual 
Planning Figure, Basically, the APT was subedivided into quarters with either 
the size of each quarterly allowance reflecting the ship's expected opereting end 
deployment schedule, or the obliration rate within equal quarterly allowances was 
$djusted to the anticinated onerations, The next most popular method of dividing 
the AFF was by month. Denloymente in which the ship eperates away fror: the 
United States for several months with embarked Merines were the most sienifieant 
factor governing obligation rates, in order to adhere to the financial plen, the 
commanding officers relied heavily on the weekly budget report to provide them 
With an uptowtheeninute picture of the budget status, Contingency funds were 
used on most ships to pay for unexpected major expenses that would otherwise 
disrupt the budget, 

Periodic review of the budget has been conducted on almost all of the 
Ships reporting. A quarterly revier and a veekly reviow vere equally popular, 
The wwo commending officers who reported that they did not review their budget 
Cited ss their reason the lac: of food usage data. Bech of them preferred to 
adhera to his oririnal judgment until he had valid historical data with which to 
cormare performances, 

Turning to the area of the departmental division of the APF, repsir 


parte wera not includad in the denarteent budgets with the exception of two 
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reporting Ships. COMPHTDLAYT did not require that repsir parts be eo excluded, 


but his recommendation has been cenerally followed, When it came to dividing the 


| groat deal of variances was shown between actual ellocations and the sample budget 
illustrated in the POSTAR instruction. The average breakdown by departments was 
| as follows: Deckee3is, Pngineering--25>, Cperations--107, end Supplye-17'. Of 
these averages, only that of the Onerations department was clase to being the 
mode as well, 

The most frequently cited basis Tor fund allocation to the departments 
ves usage data, It was followed ty planned work schedules and persona] experi- 
ence, lo indication has been made on any of the questionnaires as Lo the 
| precizilon of available usage date, but since previous accomtins procedures did 
not provide soeciífic eonsuention data, the accuracy was vrobsbly 2 function of 
the tine scent exarinine old requisition reeords, 

In order to anmreciate the reasons for the wide differences auens the 
amounts of funda made available to the various departments, the differing respon- 
sibilities of the denartment heads should be noted. The Leck Department of a 
| ship 19 charged vith maintaining a major portion of the ship's exterior and the 
Smell boata embarked (except for their engines) as vell as conducting all evolu- 
tions involving deck geammnshin, These duties necessitate spending large amounts 
of money for paint, cleaning material, and rome. Often the Deck Department 
| purcheses the ship's cicanins Supplies and iseues them to the other departments 
ae needed, The Chief Enginoer uses his funds to maintain the engine rooms and 
| fire rooms and to buy lubricants for 21) the motors on board, In addition, his 
Repair Division does work for all departments, and the material consumed perform 
ing such jobs Le purchased from the ingineerínz Department budget, The Suprly 
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of intorior spaces to maintain including 










Department usually hes a large nuaber 
the ereu's massing area end the berthíng and messing areas used by the officers, 
All of these living areas mst noet high standards of cleanliness end repair thus 
requiring larger expenditures then most interior spaces, Finally, the relatively 
small percentage of funds received by the Operations Department stems from the 
fact that it often has fewer spaces assigned than other departments and most of 
then are inside the ship, a condition which makes them mich easier to maintain 
than exterior ones, iiowever, since wost of a ship's electronic equipment is the 
responsibility of Operations, this department is usually number one in terns of 
repair parts expenditures, 

Survey results indicated that Cormmanding Officers gave their subordi. 
nates mich froedon regarding departmental practices, ‘Come form of departmental 
obligation rate was required by a ratio of two to one, whereas commanding officer 
were three to ene in favor of an obligation rate for their ship's budget. Here 
ogain, the prescribed rate was based on a quarterly Schedule witb the operation 
schedule taken into consideration, and the weekly budget resort hes been the most 
commonly used instrument for comaring performance with plan, 





Turning now to the evaluation of the POSTAR system, responses vore 
heavily favorable by a ratio of nearly five to one, Almost to a man, commanding 
officers apnreciated the flexibility they have to nlan thelr spending for the 
year, 0876101197 concerning deployments, Ships have not needed to request auge 
mentations ox OFTAR advances in order to accumulate consunebles and fill inventor 
deficiencies prior to going oversees as was frequently the case under the old 
&ysten, Other reasons mentioned for the superiority of POSTAR varied widely, but 
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one interesting romerk was that it presented junior officers with a stimlating 
challenge and allowed competition between them to see who would turn in the best 
management performance, ûn the dissenting side, two officers mentioned not being 
able to request an augmentation if their funds ren low, and a third indicated 
that departments showk! be required to budget for their repair parts as well as 
eon . 

Commanding officers vers nsked to l1íst the two factors which they 
believed to be the greatest obstacles to more effective mumarenent of POSTAR 
funds, Tn this part of the questionnaire, there were aimost os many different 
ideas as there were respondents, However, grouping the replies by broed cantas 
feries revealed nine complaints against the Navy's supply system as opp 





four for the category in second piace, 

The single most frequently mentioned obstacle was the slow delivery 
tine encountered when ordering meterial with a routine priority. Ono officer 
mentioned frequently waiting nine wonths fer nn order to be received, Resides 
tying wo funds for long periods of time, long leadetizes frequer:tly caused mate. 
rial to be reordered وه‎ the need for it increased, and when it could no longer be 
done without, the ships resorted to enerpency means, 1.60. getting the order 
filled by another ship (either through g trade or by promising to reimburse the 
ship at a later date) or purchasing the material from civilian outlets, As often 
has been the case in these situations, the previously ordered quantities arrived 
and the shin became cvorestocked, 

Tour other supply system difficulties wore mentioned hy respondents. 
The first was that allowance lists of repair parts to be carried in support of 
individual equipnents did not adequately support the intemlel equipment. This 
may mean thet not enough different parts were stocked, or thet they had not been 
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stocked in sufficient quantity, or both. Another complaint expressed was that 
Supply centers were too frequently out of stock of commonly ured material. When 
this happened, requisitions were usually held and filled when re-stocking occured 
but in some instances the requisition was returned to the ship and cancelled, 
Then the obligated funds were returned to the Type Cammender?s allotment, The 
Type Commander! s usual practice wae not to reimburse the ship with the frequent 





result being that the ship was left without the goods and without the mor 
This practice wes olso mentioned as one of the hindrances to better financial 
management. Finally, outedated catalogue prices were aleo viewed as a problen,. 
When an item was received, it was not uncommon to discover that the ship was 
charged fifty or a hundred percent more for it than the ship's catalogue price. 

& ship's changing operating schedule was listed as a major problem. 
Cffieers mew when they were to make scheduled ceploymets soveral months in 
advance, but a detailed breakdown of the quarterly schedule was not promulgated 
util the quarter was about to begin. This hae naturally handicapped long-range 
planning efforts, and the fact that the schedule was frequently changed during a 
quarter further complicated matters. For exemple, during the author's last 
deployment to the Seventh Fleet, hie ship received a sehedule change spproxie 
mately each week during the five month erudse, Althouch a ship's schedule is far 
more stable than this when the ship is operating in the vicinity of the United 
States, the exemple does point out the problem faced by commanding officers and 
their departaent heads as they attemnt to prepare and carry out a budget. 

The inclusion of repair parts in the ship's budget was mentioned by 
three officers as a zajor handicap, Tho difficulty, of course, was uncertainty. 
nt would fail and require repair parts to 





One® never knew when a piece of equips 
becone operational again. A couple of actual problems could be mentioned to 
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illustrate the problem, One ship spent $3,000 in one month for repairs to its 
gunfire control system., The amamt budgeted for ell repair parts for the year 
was $25,000, The following statement was teken from the reply of the commending 
officer of a ship with en Anmael Plenning Figure of $85,000: 

5 5 9 3:3 one week, parts for the (air search) radar 

alone cost about $10,000, Safety devices for one cargo 

elevator cost $150 each, and in less than two years since 

commissioning the useace rate is about one every two months. 

another elevator certain units cost about $300 and 

time far three or four have had to be replaced, In two 

days over $900 was event for parts om the (gunfire control 

system). It seems wo have a large variety of equipment 

that hes low reliability and is expensive in materials 

anê manpower to maintain, 

When coupling the difficulties involved in budgeting for these typos of expendi- 
tures with the Lack of Imowledge of planning and budgeting mentioned by sone 
commending officers, it is possible to better appreciste the ciffieulty which 
they encounter in preparing their financial plans, 

The last tio POSTAR management diffieulties mentioned frequently enough 
to merit attention stemmed from poor historical usage data and the difficulty 
involved trying to reduce waste caused by neglect and inexperience, The account 
ing system used orior to 1 July, 1965, made no provision for accumulating 
expenditure or oblication totals by entegories, i.e. consumables, repair parts, 
and equipage, To do this recuired one to go through the ship's requisition log 
and categorize requisitioned material before adding the total costs within each 
grouping. Considering the total number of requisitions processed on even a 
relatively small shin during a year, it was not surprising that very little was 
known about the composition of past exenditures, However, financial data cole 
lected for the preparation of weekly budget resorts should facilitate future 
budget preparation, Officers wid be pleased if the problies of how to prevent 
waste in the Navy were as readily solved, 
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Anelysis of the department head questiormaires indicated a great deal 
of similarity to the responses obtained from commanding offieers, Perhaps the 
greatest. variance was centerad in the answers received to the cuestion of 
whether denarimental vudsets were established only for cansumstle items, 
Although only two conmanding officers indicated thet departmental budgets were 
for conmunables gi repair perts, nineteen out of fifty~turee department heads | 
reported purchasing both types of items with their funds, Since in most cases 
it wes possible to maten tha cuestiomaires of commanding officers end those of 
their denartment heeds, the varionee is possibly explained by the semantics 
involved. The department heads may have thought of items that they bought which 
they themselves did not think of as conmamables and merkad the cuestionnaire 
aporopriately. 

In very few cases were the devartmental budgets subealloeated to tho 
various divisions within the department, when this wes done, the usual basis 
for the allocation was listed as "experience." It ws interesting to note that 
in most casos thore was no more than one department on a ship employing division 
budgets. 

Mest officers established a planned obligation rate with a cuarterly 
division of funds based en the overating schedule. In order to compare perforas 
ance with the budget, the weekly budget report wae again listed as the favorite 
tool, The methods used to restrain the obligation rate basically centered 
around seme sethed of purchasing priorities, Thirteen respondents mentioned 
that they oniy bourhi essential things until they were positive there would be 





sufficient money for then to afford “nice to have" items. Such a ctraLogy nioht 


have been in the minds of many of the tuenty-four other officers who relied upon 
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personal seremnita of requisitions hy themselves or a designeted officer repre» 
sentative to keep the Lid on fpendinr, 

Control of weste emerged from the survey as a large problem on board 
Shins, The most vopuler wy to regulate nape was either threugh the use of an 
55556 control or a purchase cortrol systen, The former typically called for 
some type of issue request to be approved by an officer cr petty officer before 
the person maintaining eustody of the materiel would make an issus, ‘Some issue 
eontrol systeme uced « retioning approach whereby a division was allotted, for 
example, two bawes of scouring power per week and no more, A looser tyre of 
emtrol system was aimed at keening treck of requisitions for various itens, 
When 1% appesrel that teo much of a particular commodity wee being bought, the 
person approving reculsitions simmily required more justification for a purchase, 
The final method of waste control with nore then one response was simply to bar 


riments fron aecxmlating Inventories of consumbles, “hips in whieh this 





oecurred placed all 1texs under issue control of the Supply bepartwent. 

“ast demexstment heads feond it desireable to review their budgets 
perioúlenlldy anc to make revivelous as necessary, A quarterly review was pree 
ferred by most with a veekly review rleeing second, Whether en actual review of 
the financiel plan was conducted wookly or whether thic was simply a quick 
Comparison of funds obligated to date with the remaining balance is not clear, 





When eneried as to whether they think the POSTAR syetem ellows more 
effective monacement. of fimancial resources than the OPTAR system, the depart. 
ment heacs did not sey "yes" in such » resounding feshion as dic their 
commanding officers, Instead of the five to one ratio amone the commanding 
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officers, the department heads wero in favor of POSTAR by a score of thírty-one 

| to fourteen, They did apree that the new system's primary advantage was ite 
flexibility, Surprisingly enough, only four of then nentioned the ability to lay 
| eut lonz=range parchaning plant as a benefit. An interesting question is vhether 
Jt sindy did not occur to more resnendents to mention 1%, 

Where reasons vere given for the dissatisfaction with POSTAR, there uas 
moh a diversity of opinion that only one response was mentioned more then once, 
md it was not actually a fault of the syeten, Four offleers replied that they 
were on rigid cuarterly allotsents from their commending officer end that nothing 
lity was 
| mentioned, (It should be vointed cut that the Commanding Officer who used the 


| hed changed from the old caye of CPTAR, The aecommenying lack of flexib 





POOTAR system in this manner had an extremely junior set of department heads 

| under him and this wes probably a factor affecting his POSTAR policy. Of the 

| group, nono had ere than three years experience as en officer, and two had less 
then eight months of comiesioned service, ) 

Department heads considered the major obetecles preventing better 
menagemnent wrier POCTAR es stemming from tha supnly system, The sane five specie 
fie problems mentioned by commending officers were listed, nlus an additional 
one, This additions] problem wee the receint ef substitute material for that 
Which mas originally ordered, While meh subetitutes pre supposed to be capable 
ef functioning in the lacs of the reguler iter, users found thet they did not 
aXwnys do so. AS = result, the desired object hed to be reordered. 

Two officers made mecifile comente concerning the lone lead time that they 
encountered hen orderinr varices paoda, One seid thet he has united from four 
| to six monthe for frecuently uso Items meh as point end toole; the other 
| weplied thet he her en averags of six wonths! fonds tied un An outstanding 
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requisitions at 211 tines, The author's om experiences was thet the four tio six 
months deley ficure ues not sat of line, especially for low prisrity repair 
parts, The arrival of such itawes مه‎ the ship within a month after ordering wan 
quite worl, 

The second mejor 23. ኖኖጳ ጠገ 5 effecting senagemernt of POSTAR funde onee 
aghin vas the fresumey of ovrerstine echedule chenges that disrupt plans, 
Closely ateocieted with this wer the difficulty mentioned of foreaseing needs, 
checules, they 
were also orused ty other conditions, For example, e change of command cerenerny 





Met oily 22 pienin problems result from unstable sperating 


lated to take place in the vicinity of a م0818‎ ۱٤ berth can suddenly generate a 
Rod far the ship's exteríor to be painted ahead of schedule, 

(me preblen clte! ly denertreat herds wee that of insufficient funds, 
Mere goeelific easrents indierted that prenaring for two deployments in the seme 
fisesl year was z hücvy burden, The point was sluo nace that cutting comers tc 
pews woney ir the short run sye tings resulted in increased costs at a later 
tine, 

finally, the cor@ervetion problee vas listed 25 one of emergent’ s 
Giffievlties, "oe to impreza those et the botton of the organization of the 
need to conserva suplies wes cited five times, 

The only additional comment mace on the cqueetionnmaires thet hes not 
slresdy been mentioned concemad the nethod ef obtaining eculpare under the 
POSTAR eystem, Ag was sentioned earlier, chips ere recuired to submit e list te 
COTUIRLANT givine their eruinage needs end the relative priority of these reeds, 
Th return, ke Mills those shorteges es funds ere availatle, the availability əf 
Which is e function of the reney spert on consumnebles end repeir parts within 
the Porce, Me supply officer stated that the equipage funds had slready been 


i — = 


iP. 

















« / s —-——— ضف‎ A መጋ JA Um جا‎ 
^ Gc UL d l.l ae ala 





. "- >ፅ es. 5. سس‎ 
„œa 
1 -- ሎምሥ | M ^ سس« سس‎ «D om 14 
|. ® EST ww AA وره کت‎ 


— 


ጠመ፦ a E UAM 8... M LLLA. A. LL 


سے ہے æ o‏ ھا و و e‏ 


— سے وج‎ , IR وس سیر و‎ — ap 









colin . co. oer IO A ዖ›ቁ بیو‎ ue شب‎ nd 
— وص وس نپ‎ mm e» a Cami a 


پس A y ds‏ مد سه ہے ۔ 0 መ”‏ * 








Mos ፖመ-=መጠል “መ-መ»› — «<. وص‎ 
*። |o cx) ییا و سی‎ © Se gall’ > a የቅ 

















5 


^o - -— ها‎ — n የአለ”. غار سم‎ 

| مال Ae weed OF U ARO‏ 
ام خجوری س وسو سم ووېر 

7 ومس مر و وھ 

48 — — دو وس‎ መው 

هه | —— —— — — . 

— — e — — a. 

Dae  ,5ዋ“ ci یی‎ ፣ 

"ua مت‎ 

one a‏ سا 


T 


=] 



























DX 


کھ و 


E 
کک‎ 
















51 


depleted (as of February) and that shins had to order certain items of equipage 
with their ow money, fnother supply officer commented thet between the first 
of July and the beginning of February, his ship had received two out of 190 
equipese itens requested, These statements indiesated that some modification to 
the current method of handling ecuipare purchases may be necessary. 


às a means of reviewing this chapter, a description of a "typical" 
ahip in the Amphibious Force follows. The Commanding Officer of the ship begen 
the bislgeteary process by making a division of the Anminl Planning Figure enong 
tho categorise repoir parts, consumables, md contingeney fund based upen serie 
knowledge of past expenditures. the consumablee portion of the budget was then 
Sllocated by departnents using previons usage data and expected work schedules es 
guides, An obligation rete for the ship, typically by quarters, ws established 
as well as for the departments, although this latter function nicht have been 
nt heads, In order to remain on 





left to the judgmert of the individusl. departa 
the svending schedule, the weekly budget report was used to compare performance 
with the plan, The budget hes boen revised when the need has occurred, but st 
least quarterly. Contrel of waste centered sround two methods: (1) personal 
review of 02] reculsitions ty the heads of the departments, and (2) some form of 
issue control once the material wes received on board. Althouch the shin's 
offieers have cenerally been satisfied with the PCOTAn system and have had a high 
degree of apnrecietion for tha flexibility allowed then, they felt it would be 
more miccessful if certain deficiencies were eliminated from the supply system, 





The moet imortant of theese war the slow delivery time of materiel ordered on 
routine priority, These officers siso mentioned! that operating schedules vere 
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| not firn enough to facilitate careful plenning end that consumption of repair 
| parts was too varieblo to predict and include in e budget, 
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CHAPTER Y 
A PROPOSED BUDGETING SYSTEM 


Puch information about budgeting has been assembled by theoreticians 
end precticioners. An attest will. be made to integrate some of their ideas with 
the problems and procedures encountered in the Fleet, In this chanter budgets 
are discussed in toras of what they are, what they should do for a menecer, and 
what elomenis ought to comprise e sound budgetary system. Following this, à plon 
is presented which, it is hoped, vill be of value choard ship vhen used in con. 
nechion with annual funding procedures, 





Definitions of the word "budget" vary widely according to the individ. 
ual sho ig using the tern, but perhaps the most accurately descriptive one is 
that a budget is a plen of operation stated in terme of figures,’ In other words 
they describe future operations through the exnected dollar outlays that are 
associated with thes. A budget should serve three major purposes, ^ The first is 
that of providing a constant look at the future. In this role a budget is mal- 
ogous to the headlights of an eutonobile in that 4t allows the operator to 
foresee and take tincly action to avoid obstacles thet lio shead, Second, the 
budget provides a basis for anking proper management decisions, It helps the 
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manager to know the effects of the costs involved upon his available financial 
resources end how these costs will affect other plans already formulated, 
Finally, budrets provide a mechanian for helping te control asi reduce costes, 

Various festures thet should be present in a system of budgeting have 
been set forth in the Literature on the subgect, some of which are not relevant 
to a shipboard situation. However, it io felt that a plan of budgeting designed 
for use aboard ship should perform the following funetions:! 

1. Allow the ship to comply with policies prepared by higher author. 
ity, primarily COMPIIELANT's POSTAR instructions in this case, 

e. Define objectives, i.e, maximizing reedinese within the constraint 
of the fixed sum of money available for use, 

3. Declare policies to be employed, including guidelines for the uso 
of contingency fursis and assigning purehase end ise responsibility for certain 





consumables to particular denartments, 

Provide for budget alloestion based on careful research and study‏ ,له 
of availsble information Cealing with past costs and future expectations,‏ 

5. Emphasize maximum personal perticipation throughout the shipboard 
@hain of comand to get people personally involved in both budget preperation 
and execution. 

6, Co-ordinate depertmental planning efforts to reduee conflicts and 
facilitate nmreparation of purchasing prograns. 

7 Aasiet in achievins better control of expenditures. 





mis list of functions was compíled by the author from budget aysten 
q A set forth by J. Broaks Heckert, "The Objectives of Budgeting," 
مھت وو‎ III (Merch, 195%), p. 3; and 
rts mi of in Navy, He Ae oa زاو‎ lee "Flanning, Y 
فوخ‎ end ክሪ Dtudy," study 2 lume Il of Revies mt c 
ie he Mary, KAVIZOS => ዱታ Oetober, 1962, D. 3: 
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8, Helo prevent waste and thereby reduce costs, 
9, Establish procedures for periodic review of the budget. 
10. Fe responsive to the needs of the ship by being flexible. 


The first phase of Uudpet preperstion uncer the proposed progran en. 
tails planning by division officers and their leading netty officers to map out 
long range maintenance projects and the material reouirements involved. In 
recomition of the chenging nature of shin operating schedules, these plans 
should not be precise. Instead, they Should be fairly flexible, For exemple, 
decisions should be reached shout how many tines a space is to be painted and in 
whet cuarters of tho year the work will be aceomplishod, Quantities of material 
involved and the cost should be computed for each major job with an agrregato 
figure for each quarter and the entire year compiled, Leter, 2s jobs are shifted 
between quarters, cancelled, or new ones added, knowledge of the financial cone 
sequences will be readily available to the decisionemaker. With the division 
plens formlated, denertaent heads ann have a planning session with their 
division officers to review, alter as necessary, and integrate the separate plans 
inte a program for the entire department for the year, Once the operating 
sehedule for 2 given cuarter ís known, vork ean be scheduled by the month or, if 
desired, by weeks within the quarter, lor the other quarters of the year, the 
operating schedule will ovobsoly be too unreliable to make plans in greater 
detail then by the month, and quite possibly a listing of jobs by quarter wi11 be 
the maximum degree of precision attainable. Costs of jobs that are expected to 
involve repair parte expenditures should be estimated to obtain æm idea of future) 
parts expenditures, For example, if a semi-annual maintenance check of the 
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ship's radar ordinarily involves spending about $100 for components, this should 
be planned and the information should then be used et the next step in the plane 
ning process, 6 meeting of the Commanding Officer and the department heads, 

At this conference the cepartmental plans are to be consolidated into 
2 ship's progran, Departmental evolutions thet will affect other departments 
can be noted andi work schedules adjusted as necessary. The Commanding Officer 
should assess totel requirements and alter programs if this is required in view 
of the funds available, After being informed of his inventory status, he can 
then divide the Annual Planning Figure esenc consumables, repair parts, and cone 
tingeney fund end further eliceate the consumables portion among the departments, 
based upon their best estimatos of their expected needs, The financial policies 
the Comanding Officer desires to establish can be promulgated at this tine, 
Department heads should leave the conference knowing how much money they have 
for the year end how mich of it will be required to fund work thet is already 
programed for accomplishment. As en example, the Gumnery Officer (in charge of 
the Deck Department) should know how mich white paint the engineers will require 
to paint their fire rows and engine rooms, and he will know approximately when 
they will want this paint. He ean therefore decide when and in what quantities 
to purchase white paint in order to meet the expected demand, Purchasing proe 
grons can be rawn uo for all items having meh a predictable demand, Knowing 
what funds he will be recuired to spend will leeve the department head with an 





idea of about how much money will be available for discretionary purchases, Any 


chenges ín plans ean be evaluated and allowance made for their impact on the 
department. 
Tighter cost control can be achieved by assigning responsibility for 


various comsolities to cesignated departments, For instance, Deck might have 
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control of peint and clearing meteriels; Engineering, lubricants and rage, Each 
department head can then integrate the needs for his commodities with the funds 
he has available to spend for them and prepare standard quantities of issue, The 
Repair Division, as an example, might be allowed five eans of scouring pomer 
each week with which to clean its assigned spaces, One man could be designated 
from that division to receive cleaning material esch week upon presentation to 
the man responsible for cleaning material of an issus request approved by the 
leading boatawain's mate, Department heads should help to prevent waste by 
observing how the materials they have paid for are uset, In an effort to cone 
serve their ow funds they will be interested in inouring that such materiels 
are not wasted. 

The weekly budget report em be used as the primary means of comparing 
actual obligations with expected obligations, To improve future budrcets, actual 
expenditures for work accomplished shovld be compared with the planned expendie 
tures at soon 22 the dete are available so that more accurate usage data will be 
available for planning purposes, 

Rear the end of each month the schedule for the remainder of the 
quarter should be revised as necessary in the light of what was actually accor 
plished during the month. Then ns each quarter draws to a close, performance 
should be reviewed, detailed plans for the next quarter prepared, and the budget 
for the remainder of the year revised if necessary, 

The success of this system will be partially dependent upon the sup» 
port it recaives from sli the shipts personnel, Everyone on board needs to be 
mace aware of the objectives of the prorrem, policies to be employed, the limited 
availability of funds, and how performance compares with the current plan, The 
more participation in the program that can be achieved, the greater are the 
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chances that individual motivation can be aligned toward the ship's objectives. ' 


Ummary 


A budget is essentially a plan of action written in terms of dollars. 
It ean provide a manager with a doliar value for his planned course of section, 
it ean give him information to use in making better decisions, and it can help 
to reduce costs. Nucernis requirements for budgetary systema have veen listed 
by various authors, Several of these cen be applied to the situation that 
exists an a naval vessel, As m aid to officers serving aboerd ships which 
receive their anintenance funde onmelly, the following suggested method of 
budgeting is submitted: 

1. Division officers and leading petty officers should prepare work 
schedules ani the associated costs for the entire fiscal year. 

4. Department heads nert compile depertmemtal schedules based on the 
division plans, Work should be scheduled by quarters, except for the first 
quarter which should be planned by the month. Anticipated expenditure programs 
should be prepared based on work schedules, the operating schedule, and the 
derloyiuent ,0ء‎ 

3. Comending Cffleers shold integrate departmental cracrams into a 
883585 plan and ellocate funds by material osterary, The consumables portion of 
the funds should be divided mong the derertmente. Basic financial policies 
should be outlined and overall resconsibility for as many itemo 2s possible 
assigned to individimadl denartnents, 

Department heads should meke final adjustments to their expenditure‏ ہج 
programs and immlement procedures for issue control of consumsklos.‏ 
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5e The remainin, portíon of the quarterly schedule should be revised 
as necessary each month. At. quarter's end monthly schedules should be prepared 
for the next quarter. <A review of the budget should be held quarterly and 
revisions made te the budget that may be desirable, 

6, The crew should be kept informed of objectives, policies, end the 


budget status. 
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SUMMARY AND CONCLUSIONS 


In 1955 the Navy introduced new reporting procecures for the purpoge 
of supplying dete that. should enable more sffective justification of Supplies 
and Equipaze budget requests, These procedures are an interiy measure designed 
to bridge the cap of time that will Grmepire before the Stendard Navy Faíntes 
nanes Program's data collection system can provide the desired information to 
help justify the Fiseal Year 1969 budget, The basie couse for this change was 
that the previous lack of facts to justify budget requests made the Operation 


and Maintenance, Navy avprenriatison request particularly suscsptible to reduce 





tions during the review process, The Navy simply has not been able to prove the 
need for the funds roquested and regarding Supplies and Iruipage has not pree 
sented accurate operating cost ficures or data illustrating the snecifie effects 
of budgat reductions. The reductions have ooms at all levels of revieure- 
Secretary of the Navy, Seeretary af Defense, Rurenu of the Dudcet, and Congress, 
The effects upon the Fleet of this process have been: (1) to cause a real 
seareity of fundo for dayetowday anintenanea, (2) to reduce renaír parts inven- 
tories well below authorised levels, end (3) ta contribute ts a trenendous 
increase ín equipumní dometiro thet is trsessble to the non-availability of 
repair ports, 

The Supnlies and Equienge portion of the Navy's budget provides the 
funds use? to buy corsumeble items, repsir parts, end the equipage required by 
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the ships, The first two categories support the dally meintenanece carried out 
by s» shi»'r crev, The cornerstone of the maintenance facilities used to keep the 
Fleet onereting is the crewa of the various ships, Other facilities available 
to & commanding officer incluce rereir chins and ehipyerds, Work done off tha 
Ship 2enorsldy does not comprise an outeoferociet cost to the ship, Additional 
sourees of money for repalr parts cone from the type commanders whe fund allowe 
ance list deficiencies at the time of a chip's recvler shipyerd overhaul and 
from a separate aporovriation which cays for certain expensive parts ineluded in 
the Appropriation Purchases Account category. 

At the beginning of the 1966 fisesl year, the system concerned with the 
operating allowanees granted to Aemhibioug Ferce ships was changed in order to 
provide ships with a flexible system more reamonsive to their needs, Dudgoting 
at the chipboard level is a mandatory pert of the procedure, but the budgeting 
metho^ology is left to the discretion of the commanding officers, The key 
element of the new system is that funds ars now made available for the entire 
fiscal year by CO-TUTELANT rather than on a quertorly basis as before, Most of 
the offiloerz resoonding to a survey indicated that POSTAR is an improvement over 
the previous OPTAR system and that its number one advantage is ite flexibility. 
it has greatly simplified preperation for deployments hy eliminating the need for 
requesting advences end augmentations to finenco inventory tuildups before 
leaving for 2۷5839 ص۰‎ 

Some difficulty hes been experienced in getting used to the POSTAR 
system because many of the officers using it have had little, if any, training 
in the areas of financial planning and budgeting. Ship and departmental budgets 
are primarily based upon past usage date which the previous acesunting systen 
was not geared to provide. However, shipboard eccounts are now accumulating data 
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in order to facilitate the preperation of a weekly budget report, nd this sane 
information should be of simificant value for preparing future budgets, 

One of the problem areas of the OPTAR system that POSTAR has not élime 
inated ia that of paying for repair narts with the ship's available funds, At 
unexpected times there sro often extremely costly repairs which sust be made and 
paid for st the expense of other worthy projects, 

During the phases of uudzet preperation anc execution, slowing for the 
unimown empears to be the ares of greatest ciffieulty for officers, The Navy's 
Sapply aystenm ls alzo a cause of major concern because long leactines freeze 
large Sune of money in outatending requisitions and cause recrdering to occur, 
Additionally, shíps frecuontiy lose a portion of their هوحم‎ Plenring Figures 
When requiaitions arc cancelled ty themselves or by suprly centers. Funds which 
are obligated for requisitions thet are later cencelled revert to the Type 
Commander, ¿though he my return then to the ships involved, this ie not 


usuzily Gone. 
Conclusions 

If the fortheoming Standard Navy Maintenenee and Material Menacement 
Program is able to live up to the expectations currently held for it, the Bureau 
of Ships moy be able to justify Supplies end Equipage requests that will enable 
the Fleet to receive more edeguate funds. Sines 1962 the Gperating Forces of 
the Havy have been subsisting with about 60% of their estimated recuirements, 
One department head summed up the situation when he commented: 

Regardless of what nawo we attach to eny system 

of maintenance of funis, there is no real difference in 

the overall outcome. The Navy has too little money to 

properly maintain average ships. We ean eall it by any 


name we please, onc there have been many, but a rose is 
& rosa ls 9$ rose, 
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It remains to te seen vhat the interia erocefures wi11 socommlish between now 
end the 19€) buáret, but DUTTIIPZ budgeting personnel are hopeful thet funding 
level improvements can coon be me, With increased oveilability of funds there 
Should be a decrease in thipbsert irvertory deficiencies, an increase in tho 
Support the supply syste: is able to provide, and a resulting drop in the total 
equipment cdowetine caused by the nonewavallacility of repair parts, 

^Mésiionaeire responses indicate that the supply syetem is not doing 
an adocuate job af providing its share of the logistical. support required by the 
Fleet. It simply takes too long to receive many of the itens used aboard ship, 
even ones that are frequently ordered, Sesides causing work te halt 0 
material arrives, slow delivery can lead to large portions of a ship's money 
being tied ap in oatstaaling requisitions and henee not available for other 
Purposes. ‘hit most important, equipment is forced to remain partially or fully 
inoperative until neeced parts are received, 

bandatory bwlgeting on board shin has placed many offiesrs in the 
unenvieble position of having ta perfora om operation that they have nad little, 
af eny, training to perform. ht the same tise the difficulty has been compounded 
by the fact thet this budgeting mast be done in the faee of real economic Sear 
city of the principal reesuree involvede-money, Some type of educational 
meterisl should be dissemineted whith clearly outlines tae objectives of budget. 
ing, the benefite thet it can provide the menacer, and budgeting methodology, 
۶با‎ reolies to the questionmire indicated aither a feeling of seorn or 
content for budgeting or eles a sincere interest in trying to properly plen and 
budget in the facs of icnorance regarding how to procead, These feelines of 
entagonian and inadequacy are tm spmtans of a monacemant problem recuiring 
Stim in the femhibious Torce, Par tnuigets to be of mexieum benefit to a 
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manager, he msi understand how they can ve of servico, have confidence in thea, 
end, 3.) this ease, be able to rrepere then, The way to achieve this understends 
ing may be through ۵ 

fs a first effort in the education of shipboard versennel, there is 
presented in Chapter Y د‎ Ciecussion of budgeting purposes and a proposed budget 


system for shipboard use, The eysten is based upen erdterie for en effeetive 





systen whieh have been teken from budgeting literature, the author's shipboard 
experience, anc the proeadures currently in use abogerd Amphibicus Foree ships, 
It is ossentially a method for analyzing recuiresents and integratin= thom across 
departmental lines into a nolan of ection fer the entire ship, allecating funda 
gm the basis of this ,مهلم‎ prevering work sehecules and parchase programs, cone 
trolling the issuance of consumihle supplies, ond providing for coriedic 
comparison of performances with the plan. In ¿ts proposed fora, it wakes ollow. 
65፡06 for changine operating schedules end does nat advocate working in greater 
degrees of detaíl then is realietic., It is hopec thet this aoysten can meet the 
performance test of enabling managers to know their ezpeciod future dollar 
requirements and to have 2 batter understanding of the finenciel consequences of 
heir decisions. if it Coes this, the results should be translatsble into 
Aimerea sed operational readiness, 

láínaliy, response to the questionnaire indicatec inet receiving meine 
tenance funds on an annvel basis ls mech preferred to the sore comson quarterly 
method. Anrwal Swelling is far sore flexible, and it requires offkeers to Geeome 
more involved in planning. If annual funding is comodned with a buigeting aysten 
that ie wterctesd anc accepled Ly shipocarc peréonnsl, opportunities exist for 


more effective use of funis at the case time thet the amajgemsat cesebilities of 





effiears and petiy officers are being developed, 
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APPENDIX A. 
NAVY GRADUATE FINANCIAL MANAGEMENT PROGRAM 


THE GEORGE WASHINGTON UNIVERSITY 
WASHINGTON, D. C. 


TO: Commanding Officers of the Amphibious Force, U. S. Atlantic Fleet 


One of the most difficult problems facing a Commanding Officer and 
his Department Heads is that of maintaining a ship in the desired high 
state of material readiness while remaining within the bounds of the 
funds assigned. Methods for accomplishing thie objective vary greatly 
from person to person. 





The enclosed questionnaires are part of a study whose purpose is to 
discover how Commanding Officers and Department Heads in the Amphibious 
Force of the Atlantic Fleet manage’ the POSTAR funds available to them. 
There is no fully prescribed method of dcíng so, but it is hoped that with 
the help that you and the Department Heads of your ship can gíve a way can 
be found to ensure that the funds are spent as effectively ag possible. 





Your help and the assistance of your Department Heads in filling out 
and returning the attached questionnaires would be deeply appreciated. You 
may sign the questionnaire or not, depending upon your preference. In order 
to be of maximum usefulness, your reply is desired as soon as possible. 
Please accept my sincere thanks for your assistance. 


Very truly yours, 


BK. 


B. R. BUCHHOLZ 
LT USN 
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COMMANDING OFFICER*S POSTAR MANAGEMENT QUESTIONNAIRE 





Your rank » Years tommissioned service ____. 
Size of ship's Anrual Planning Figure __ . 


Ship's budget information, 


Annual budget for: 


a. Repair parts : 





b. Consumables o 
Co. Contingency ° 


What factors govern your division of the APF among the various 
categories? 


is there a planned APF obligation rate in effect on your ship on 
a quarterly or some other basis? Yes No 





a. Is this plan based on a straight percentage division of the 
annual amount, an expected schedule of operations and upkeep, 
or some other factors? 


What methods do you employ in order to remain within the planned 
coligation rate? 


o Is the budget pericdically compared with performance and revised 


if necessary? Yes No o 





a. How often is this done? 


l. 








6? 
IV, Departmental budget information. 


l. Annual budget for: 
a. Deck ۰ 
b. Engineering ۰ 


Co Operations o 


d. Supply Mm s 
2. Are the department budgets established only for consumable items? 
Yes No ó 





3. What factors govern your division of funds between the departments? 


Is there a planned cbligation rate on a quarterly or monthly‏ وبا 
basis? Yes No o‏ 


a. Is this plan based on a straight percentage division of the 
annual amount, an expected schedule of operations and upkeep, 
or some other factors? 


o What methods dc you employ in order to remain within the planred 
obligation rate? 


UA 
6 


V. Does tne POSTAR system enable you to more effectively manage the 
financial resources available than the old quarterly OPTAR system? 
(Please give reasons for your answer) 
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Additional comments. 


Messe return Ls fora to: 


LT, 20:22. 8877 0 
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APPRDDIX C, 


DEPARTMENT HEAD'S POSTAR MANAGEMENT QUESTIONNAIRE 


I. Your rank . . Years commissioned service ٦ 
II. Size of ship's Annual Planning Figure ; 
III. Departmental budget information. 
1. Your department is o 
2. Your annual budgeted amount is ۰ 


a. Is this amount to be used for expenditures other than for 
consumables? Yes No ۰ 





3. Is your departmental budget sub-allocated to the divisions in 
your department? 5 No o 





a. What is the breakdown of funds between them? 


b, What factors govern your sub-allocatiom of funds between the 
divisions? 


4, Is there a planned obligation rate in effect for your department 
on a quarterly or some other basis? Yes No o 


a. Is this plan based on a straight percentage division of the 
annual amount, an expected schedule of operations and upkeep, 
or some other factors? 


۹ 


5. What methods do you employ in order to remain within the planned 
obligation rate? 
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6. What methods (issue control, usage standards,etc.) are used to 
control the use of consumables and prevent waste? 


7. Is the budget periodically compared with performance and revised 
if necessary? Yes No ۰ 


a. How often is this done? 


Does the POSTAR system enable you to more effectively manage the 
financial resources available than the old quarterly OPTAR system? 
(Please give reasons for your answer) 


What do you consider to be the two factors which are the greatest 
obstacles preventing pore effective management of POSTAR funds? 


Additional comments. 


Please return this form to $: LT. BUCHHOLZ, NAVY PROGRAM 
THE GEORGE WASHINGTON UNIVERSITY 
RM. 206 GOV'T. HALL 
710 2iste Sl., NW 
WASHINGTON, D.C. 56 


— — — 
ÍXERO | XERO: 
COPY COPY, 


— j Tn — " "፦ 7 EM ት ጽፓ ዶና 0 رټ‎ | 


IV. 


NT. 
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